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espite high rates of inflation, recession and a strong tide of nationalism, the position of Deloitte,
Haskins & Sells in Latin America has
never been stronger. Perhaps even more
important, the outlook for .continued
growth—including the potential for a
major expansion of our Management
Advisory Services (MAS) and tax practices—is very promising.
This was the consensus of more than
fifty partners and directors representing
the United States, United Kingdom,
Mexico, Central America and South
America at the five-day 1975 Latin American Partners Meeting held late in October in Puerto Rico. The Latin American
countries represented included Argentina, Brazil, Chile, Colombia, Ecuador,
Mexico, Panama, Peru, Uruguay and
Venezuela.
The importance of the meeting, the
third of its kind (the second was held two
years ago in Rio de Janeiro), was highlighted by the presence of Michael N.
Chetkovich, H&S managing partner from
New York City; David Rae Smith, senior
partner of Deloitte & Company from
London;ThomasB.Hogan,EO partner in
charge of international operations; Murray A. Charlton, partner from Deloitte's
London office; and James L. McGregor,
partner with the EO International Operations Department responsible for coordinating the Latin American practice.
Social events w e d g e d into a busy
working schedule included a reception
for H&S clients and representatives of the
professional and financial communities,
followed by a buffet dinner at the home of
San Juan partner in charge Marion B.
Medich. Approximately 100 client executives, attorneys and bankers attended
the reception, sponsored by our San
Juan office and held at the Bankers Club
in nearby Hato Rey
While the meeting had a number of
objectives, its primary pupose was to
provide a forum for an exchange of views
among people from Latin America, the
United States and the United Kingdom
on developments in the profession. It also
permitted the Latin American partners to
review problems common to their part of
the world and to discuss their solutions to

these problems. Two full days were devoted to a report seminar, with emphasis
on international reporting problems.
These were conducted in small groups,
including one conducted in Spanish.
n eadoff speaker at the opening business session was H&S managing
L_Z3 partner Michael Chetkovich, who
reported first on the healthy condition of
the H&S organization despite generally
sluggish economic conditions in the
United States. The quality of the people
within our organization has never been
higher, he said, and this has played a key
role in the strong showing of the Firm.
Turning to the present climate for practice
in the United States, Mr. Chetkovich
commented on some of the challenges
facing the profession: the "credibility
gap," the increasing incidence of litigation involving public accounting firms;
the activities of the Securities and Exchange Commission; and the continuing
acceleration of change and complexity.
He observed that the credibility gap
reflects the considerable disparity between expectation and performance and
that, while a profession must always be
self-critical and continually strive for
higher standards of performance, expectations must be kept within reason. He
pointed out that there is far less than a
precise understanding of the role of the
auditor and the audit function outside the
profession and that this is one of the
underlying causes of an unreasonable
level of expectation.
Of great concern to the accounting
profession is the growing wave of litigation. It poses a difficult problem and one
that apparently will be with us for some
time, he observed.
Mr. Chetkovich noted the accelerating
pace and scope of the activities of the
SEC, which, together with the activities of
the FASB and the growing complexity
and sensitivity of our economic and social
environment, challenge the accountant's
capacity to keep pace with all the developments that affect his function.
"Never has there been more emphasis
on the importance of a consistently high
quality of performance than today," the
H&S managing partner stated. CPAs
must be aware that even a single lapse can
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have significant consequences for the
individual and his or her firm. He observed that the amount of bad publicity
the profession is receiving is out of all
proportion in the light of the vast number
of clients served and the generally high
quality of service given those clients and
the public.
He observed, further, that problems of
credibility and unfavorable publicity
seem to be common to all professions and
institutions, the differences being largely
in degree. "Even as we recognize this and
thus help to keep the situation in perspective," he said, "we must never take
lightly the responsibilities we bear and the
overriding importance of a consistently
high standard of performance."
A very encouraging development, Mr.
Chetkovich said, is today's recruiting environment. "There's been a complete
turnaround since the late '60s and early
70s," he pointed out, with accounting
becoming one of the most popular disciplines in colleges and universities.
"More really talented people are going
into accounting," he observed, "and this
bodes well for the profession. However, it
does not mean that we can in any way
relax our recruiting efforts."
He concluded by saying that while the
profession faces some very difficult challenges, its opportunities and capabilities
were never better.
A broad overview of the operations
/ A \ °f Deloitte & Company and conLL \A ditions in the United Kingdom
was provided by senior partner David
Rae Smith. The Deloitte U.K. operation
presently consists of a total of twentynine offices and suboffices, providing
excellent coverage of the United
Kingdom, including Ireland and the
Channel Islands.
After noting that the practices of Deloitte and Harmood Banner had been
smoothly integrated since the merger
some eighteen months before, Mr. Rae
Smith explained to the group that overall
control over the direction of Deloitte &
Company was the responsibility of a fifteen-member policy committee.
He said that for the past fifteen years or
more Deloitte had used a manager subgroup system in its practice. This, he said,
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was essentially a team concept in which
some twenty accountants were grouped
together under one manager. The subgroup system lets these people work
together for extended periods, gives
them a group to identify with and has
proved to be a very successful practice
technique.
Economic conditions in the United
Kingdom are a problem, he admitted.
Inflation is at an annual rate of 25 percent,
unemployment is high, industrial trade
unions are wielding great power, there is
a severe balance-of-payments deficit, and
the tax system is discouraging capital
investment in private enterprise. On the
brighter side, development of North Sea
oil reserves could prove a strong economic stimulus to the nation in the near
future, and London is maintaining its position as a world center for banking and
financial i n t e r e s t s , as well as for
shipping.
He noted that DH&S offices had been
opened in the Middle East and North
Africa through associations with local
firms. It was still too early to evaluate the
full potential for these locations, he
added.
The personnel situation has stabilized
in the United Kingdom, Mr. Rae Smith
said, and this has resulted in the firm
being able to recruit and utilize better
professionals more effectively.
I—I mphasis at the meeting shifted
P focus to Latin America with a pre-Z3 sentation by EO partner James L.
McGregor. "We've made great strides in
the quality of people joining the Firm in
Latin America," Mr. M c G r e g o r said.
"We're getting a larger number of college graduates, people with more training." The Exchange Visitor Program (a
plan under which foreign nationals serve
eighteen months in a U.S. office) is proving highly successful with respect to Latin
American professionals, he reported,
and it will be expanded.
At the present time, Mr. McGregor
said, the Firm is directing more effort to
recruiting Latin American nationals educated in the United States in order to
supplement local recruiting activities in
Latin America. Ideally, these men and
women will serve eighteen months with a
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domestic office before returning to their
native countries. On the other hand, there
are presently eighteen Haskins & Sells
people on assignment in Latin America,
with emphasis on managers and young
partners.
Mr. McGregor told the meeting that the
key to strengthening our position in Latin
America is to build a substantial local
practice. There is no question that our
organization is one of the strongest and
most developed in Latin America in audit
work, he pointed out, and so the more
significant practice-expansion opportunities lie mainly in tax and MAS, especially the latter. Summing up, Jim McGregor said a few statistics reveal as clearly as
anything he could say how our Firm has
been doing in Latin America since the
1973 Latin American Partners Meeting:
there has been a 30-percent growth in the
total personnel complement in Latin
America, a 50-percent increase in the
number of national partners from Latin
American countries, and an 83-percent
rise in the number of national managers.
These figures, he noted, underline the
Firm's objective of staffing the overseas
practice with nationals to the maximum
extent possible.
A similar theme was struck by EO
partner Tom Hogan in an address during
the five-day meeting. Citing the Firm's
desire to build strong local practices at
overseas offices, he said two separate
paths have been followed to achieve this
objective.
"In some parts of the world we sought
out local firms of high professional standing and entered into a series of mutual
assistance agreements.... In other parts of
the world we pursued the practice of
employing and training local accountants
who would in time become our managers
and partners." The success of this program may be gauged by the fact that
"today more than 75 percent of our
partners in overseas locations are nationals—citizens of the country in which
they practice," he said.
In addition, bothH&S and Deloittes are
moving to reduce their dependence on
personnel who serve overseas on temporary assignments. Emphasis now is
being placed on those who "are willing to
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make a career in the overseas location,"
Mr. Hogan said.
["7T\ ichard J. Novo, who heads the
p-s. DPH&S office in Buenos Aires,
LI lA was the first speaker in a series of
talks devoted to giving the meeting an
insider's view of our practice in individual
countries. Mr. Novo noted that an office
was opened in La Paz, Bolivia this year,
which operates as a suboffice of Buenos
Aires. La Paz already has one MAS engagement, as well as audit clients, he
added. The Buenos Aires office has been
putting considerable emphasis on MAS
work, Mr Novo said, and last year held an
EDP forum for high-level client executives. It was so successful that a second is
being scheduled for later in 1975. The
office also is actively assisting other offices in handling MAS engagements outside of Argentina, and is already working
with clients in Chile, Uruguay and
Paraguay.
The outlook for our practice in Brazil is
excellent, Dale D. Baker, partner in
charge in Sao Paulo, told the group. Our
recent professional collaboration with
Revisora Nacional S/C, which brought
two new partners, Hilano Franco and
Luiz Mussolini, into the DH&S organization, has substantially increased our Sao
Paulo practice, he noted. The Rio de
Janeiro office has been showing excellent
growth, with a 17-percent increase in
service hours last year. Mr. Baker said the
Firm is studying the feasibility of opening
two new offices in Brazil. At the same time,
he is putting more emphasis on local
recruiting and training. Heavy foreign
investment in Brazil, particularly by German and Japanese interests, offers considerable practice-development opportunity for the future, he added.
Stewart/Executive Office
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practice in Central America is
in association with local firms,
Andrew Martinez, Jr., partner in
charge of our Central American operation, noted in his presentation. At the
present time, emphasis in Central
America is on the international practice,
with our offices providing all necessary
services for clients referred by the U.S.
and U.K.
The DPH&S practice was reactivated

Spinola/Detroit
McConnell/Montevideo

Gris/Lima
in Chile in October of 1974 after two years
of association with a local firm, John F.
Mullen, partner in charge in Santiago,
pointed out. Inflation, which has been
soaring at the almost unbelievable rate of
400 percent annually, is a key problem,
particularly in regard to billings, collections and salary rates. The latter, he noted,
are adjusted guarterly by law to keep up
with inflation, which has necessitated a
parallel guarterly adjustment of billing
rates. Because of the close contacts his
office maintains with clients, however,
billing adjustments have not proved -a
problem. On the more positive side, Mr.
Mullen said the MAS practice in Chile has
shown a strong increase over the past
year.
In Bogota, Colombia, emphasis is
being put on developing local clients,
with the office's tax and MAS capabilities
spearheading the effort, according to
Norbert J. Jams, who took over as partner
in charge last summer. The management
group is being strengthened, particularly
in the tax area. In order to highlight our tax
expertise, he said, the office has begun
publishing a bilingual tax bulletin with a
circulation of about 1,000. We already
have several MAS clients in Colombia,
Mr. Jams said, and a program is under
way now to expand our MAS clientele. He
noted that the MAS practice gives us
closer contact with a broader range of
clients, particularly at governmental
levels.
The oil boom in Ecuador has made
trained accountants hard to find, Frederick HM. Brown, partner in charge in
Quito, told the meeting. Since there is no
legislation reguinng audits, the most effective practice-development opportunities are through promotion of our MAS
capabilities, which can then lead to audit
work. We are the largest public accounting firm in Ecuador, Mr. Brown noted, and
are especially strong in the banking
field.
In Mexico, there is significant expansion of our already strong local practice,
Luis Nieto, partner in charge in Mexico
City reported. To support this growth in
our Mexican clientele, the office has expanded its staff training and recruiting
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programs. In order to develop closer ties
with colleges and universities, the office
now gives awards to outstanding accounting majors. Mr. Nieto said it appears
likely that new offices will soon be opened
in Acapulco and Monterrey. The latter is
the second largest industrial center in
Mexico.
ollowing a discussion of the situation in Peru by Lima partner in
charge Eugenio A. Gris, the meeting was told by John R. McConhell, Montevideo partner in charge, that our ability
to offer broader tax services to clients in
Uruguay appeared the likeliest path to
practice expansion in that country. The
Montevideo office recently began publishing a monthly tax bulletin for clients
and others.
After pointing to a sharp expansion of
practice in Venezuela, Caracas partner
Francisco J. Salazar noted that the government is encouraging foreign investment but wants the funds channeled into
specific areas, such as agriculture, heavy
industry, aviation and petrochemicals. Mr.
Salazar said that because of the many
MAS opportunities in Venezuela, our office was in the process of setting up an
MAS department.
S. [ l o t unexpectedly, MAS was one of
KN the major topics explored during
J N the 1975 Latin American Partners
Meeting. J. William Stewart, Jr., who came
to Executive Office from Charlotte last
summer to coordinate MAS practice,
outlined the recent reorganization of
MAS. About half of the U.S. practice offices now have resident MAS staff, including eight offices with strong MAS
groups which have been designated as
support offices, he said. These support
offices supply a broader range of skills
n e e d e d from time to time by other
offices.
Mr. Stewart said the reorganization
was designed to integrate MAS activities
more closely into the everyday operations
of a practice office, and that the Firm
wanted more emphasis on the team approach to client services. We want to be
able to offer the broadest possible range
of constructive services to a client, he told
the meeting, and this means an integrated
approach involving audit, tax and MAS

F
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At Bankers Club reception (photo near left),
David Rae Smith (r), senior partner of Deloitte
& Company, shares a light moment with
(1.tor.) San Juan PIC Marion B. Medich, San
Juan partner Robert B. Caballero and Antonio
Luis Ferre, former governor of Puerto Rico
and president of client Puerto Rican Cement Co.

Richard D. Skelly, director with our
Miami office, outlined for the Latin American partners the basic principles of MAS
operations under the recent reorganization, the channels of communication and
responsibility between MAS people and
the partner in charge of an office and
other professionals. (MAS activities north
of the eguator are coordinated by Mr.
Skelly and south of the equator by Mr.
Novo in Buenos Aires.) After repeating
Mr. Stewart's call for a team approach to
give clients all the services they really
need, Mr. Skelly briefly outlined the
various "signs" that should indicate to an
accountant that his client probably needs
MAS services.
During his presentation, in which he
was using a flip chart, a power failure
plunged the room into darkness. "MAS is
a problem-solving organization," his
voice was heard to say. "Now I'll show you
how we solve this problem." With that he
drew back a drape allowing sunlight to
flood the room, returned to his charts and
continued his talk. His presentation was
followed by a panel discussion of MAS
possibilities and activities in Latin
America. Participants included Mr. Skelly
and Richard Novo, Raul Salgado and
Jaime Podesta-Castro, all from our
Buenos Aires office.
O t h e r s p e a k e r s at t h e m e e t i n g
included:
...London partner Murray Charlton,
who reviewed professional developments in the United Kingdom. Mr. Charlton first observed that the Institute of
Chartered Accountants was basically
similar in structure and purpose to the
American Institute of CPAs, and that the
Accounting Standards Steering Committee, composed of representatives of
the various U.K. accounting groups,
functioned in much the same way as the
Financial Accounting Standards Board
does in this country. He then spoke at
length on the problems faced by the
prof ession as a result of inflation, which he
said had been as high as 30 percent but
was presently down to about 22 percent
annually. He cited particularly the Corporate Report, a report similar in nature to
the Trueblood Report, and the Sandilands Report. The latter was issued in
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September 1975 by the governmentsponsored Inflation Accounting Committee under the chairmanship of Francis
Sandilands. The report was particularly
significant because of its recommendation that the Current Cost Accounting
system be adopted initially by listed companies, large unlisted companies and nationalized industries for accounting
periods beginning after December 24,
1977. The report called the CCA system
"a fully comprehensive method of
accounting for inflation..."
...Armin CTufer, partner with the EO
Special Engagements group, who spoke
on the auditor's responsibilities with respect to illegal or improper activities of
clients. Mr. Tufer noted that the SEC has
not issued any official guidelines on this
subject, which has become one of the
thorniest for the public accounting
profession.
.. .Raymond Spinola, partner in charge
of our Detroit office, who discussed the
techniques for the effective management
of international engagements. Mr. Spinola, who has been in charge of the Dow
Chemical and General Motors engagements and currently is supervising
partner on the Bendix engagement, said
the concept of "shared responsibility" is
important on an engagement involving a
multinational client. He pointed out that
our overseas offices are usually in the best
position to offer constructive suggestions
relating to a client's operations in that
country and that the timeliness of suggestions and other information to be supplied to the client is critical. It is also vital
that our people develop close contacts
with executives at overseas operations,
since these client personnel often become
senior executives at headquarters after
duty on an overseas assignment.
...J. Michael Cook, EO partner and
administrative coordinator for the EO
Accounting and Auditing group, who
spoke on professional developments in
the United States. Mr. Cook outlined the
structure, operation and purpose of important standards-setting bodies, such as
the FASB and AICPA. He also presented
a brief review of the more important
recent statements, opinions and exposure drafts of the FASB.
O

